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LOWISVILLE, KENTUCKY
OFFICE OF INTERMAL AUDIT

JEREY E. ABRAMEON RON WESTON
MAYOR FRESEDEST. METED COUWNCIL

Transmittal Letter
July 28, 2003

Councilwoman Denise Bentley
Louisville Metro Council

601 West Jefferson Sireet
Louisville, KY 40202

Subject: Review of Wreck Repair Contracts (Logan Street)

Tniroduction

As requested, we reviewed wreck repair activity at Logan Street.  This was a
contract compliance review, focusing on repair activity covered under price contract
14200324 (awarded in March 2001). Particular attention was given to the distribution of
repair activity to the five vendors covered by this contract. The contract is very specific
i the formatl and procedures for estimates for each wreek repair action. This ineludes
notifying vendors of vehicles requiring estimates, and submission of sealed hids within
48 hours of reviewing the damaged vehicle, As illustrated in the Appendix, payiments (o
the five vendors covered by this contract have exceeded $275.000 for each of the past
twio fizcal vears,

Scape

The operating procedures for administering wreck repairs were reviewed through
interviews with key personnel. The primary focus was operational administration of
wreck repair activity, including awarding of work. Various reviews of sample data from
July 1, 2001 through June 30, 2003 were performed. The methodology will be addressed
in the Observations and Recommendations section of this memerandum.  Our
examination was conducted in aceordance with Generally Accepted Government
Auditing Standards and with the Standards for the Professional Practice of Internal
Aunditing.  Our examination would not reveal all weaknesses becanse it was based on
selective review of data.

Logan Sireat - Acchdent Repairs T Pagezofs
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Opini

It is owr opinion that contract compliance for wreck repairs at Logan Street
is inadequate. Several problems were noted as illustrated in the following examples.

# The requirements of the wreck repair vendor contracis are not adhered to. Vendors
may not be contacted to provide estimates as required, especially for repairs estimated
to cost less than $1.500. Sealed bids are not reguired.  Contract timeliness
requirements are not documented.

= Monitoring of activity is inadequate, This lack of oversight does not adequately
ensure compliance with contractual requirements.

+« Files do not contain sufficient documentation to ensure activity is processed in
accordance with all requirements and that activity is appropriate. This includes
incomplete, inaccurate, or missing supporting documentation,

# Functional operating policies and procedures are not documented and provided for
staff. This may lead to inconsistencies in administeation and management of
activities.

Detailed results are noted in the following Observations and Recommendations section.
It should be noted that the Cabinet Secretary for Public Works and Services, as well as
the Department of Public Works, was extremely cooperative and responsive. Immediate
action was aken e address the problems identified. A corrective action plan has been

implemented as detailed in the response from the Cabinet Secretary. This response is
incorporated into this memorandum,

Sincerely,

AALE A

Michael 8. Morman, CLA
Chief Audit Executive

L' Louisville Metro Council Members

Logan Street - Accident Repairs Page 3 of 8
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Observations And Recommendations

Methodology

Key personnel were interviewed to gain an understanding of the administration,
processing, and records management associated with wreck repair services. This focused
on activity administered by the Logan Street facility only.

There were a tolal of 377 invoices for the five contract vendors for the period July
1, 2001 through June 30, 2003, These were identified from the financial centers assigned
1o the Logan Street facility. The review was performed in the following manner:

* A sample of repair activity payments for fiscal year 2003 was reviewed. This
included all repairs of $1,500 or more, along with a judgmentally selected sample of
pavments less than $1,500. A total of thirty-five transactions were reviewed.

e A sample of equipment with multiple repair activity pavments was reviewed. The
purpose was to identify possible “split” hids/estimates and corresponding payments
that may indicate the vendor submitted a low bid. A total of thirty-cight transactions
were reviewed,

Vendor estimates, invoices, and supporting documentation weré éxamined to determine
the aunthorization, completeness, appropristencss, and adherence to  contractual
requirements. The following concerns were noted,

Ohserviiions

There were some major problems noted with the wreek repair activity, This
includes compliance with the vendor contract reguirements. Examples include the
following.

¢ According to the vendor contract agreements, Logan Sireet siaff are responsible for
contacting the vendors to provide estimates, awarding repair work, and the scheduling
of repair services. Actual practices do not adhere to the contractual requirements
regarding vendoer estimates/bid processes. Examples include the following.

¥ If the Logan Street Supervisor determines that the repair may not exceed 51,500,
then a single contractor is conlacled o provide an estimate/bid. The garage
supervisor may contact a specific contractor based on several factors (location of
the repair facility, estimated completion schedule (turnaround time) to get the
vehicle back into service), The contractor selected is at the discretion of the
Supervisor, Activily less than $1.500 is detailed in the Appendix,

¥ Bids are not roulinely obtained for routine repairs (i.e.,, minor repairs from normal
use, such as door dings) of fleet vehicles.

\_-:-

There were several instances in which bids were obtained from some, but not all,
of the authorized vendors. This indicates that all vendors mav not have been
contacted to submit cstimates.

s According to the contract, Logan Street staff may consider the ability of the vendor to
complete repairs in a timely manner when awarding individuals bids. The vendor

Logan Street - Accident Repairs Page 4 of §
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estimates do not include any indication of an estimated time in which work is to be
completed. This does not allow for adequate documentation of issucs that may be
considered when awarding repair work.

»  There were several instances in which the initial estimate did not agree w the setual
services rendered.

[

# There were numerous payments o a single vendor in which there were
supplements to the initial bids. It was explained that this treatment would apply
for “OPEN" items for hidden damage, i.e., repair costs for items that cannot be
determined through a simple viewing. In some cases, components/parts may nead
to be replaced afler being observed during the actual repair process. While other
bids noted that there might be hidden damage, there was no evidence of routine
supplemental estimates from any other vendors awarded repair services. Also, it
is not clear whether the other vendor bids included allowances for possible
supplements. There were twa cases where repairs performed by other vendors
appeared to include supplements to the initial bids.

¥ One case was noted in which the needed repair work as described on the repair
order did not agree with the services actually performed as lsted on the invoice.

* The contract states that vendors must be notified at least 24 hows in advance of the
time and place where damaged wvehicles may be inspected for preparation of
estimates. Sealed estimates are due within 48 hours after viewing the damage. The
following problems make it impossible to determine whether timeliness requirements
were adhered to,

=

® There are no records documenting notification of the vendors to view the
equipment and provide an estimate/bid.

¥ There were numerous cases in which the vendor estimates were not dated.

& Even though contract requirements require sealed bids, there were several
estimates that appeared to have been received via facsimils machines,

* The contract requires that a “copy-for-record” of the estimates be provided to the
Purchasing Department. Purchasing does not receive this information,

*  There were several instances in which supporting documentation was incomplete,
inaceurate, or missing.

# The cstimated repair costs on the Master Accidemt Cover were incomplete or
inaccurate In some cascs,

—  There were several cases in which the Master Aceident Cover did not include
all bids, only the estimate for the bid awarded was noted. In some cases, the
amount recorded on the Master Accident Cover is the total of an initial
estimate and a supplement.

= There were cases in which the estimate recorded on the Master Accident
Cowver did not agree with the actual vendor estimate sheet.

# There were a couple of cases in which the Master Accident Cover does not list a
scheduled appointment date. This date helps to document the period in which
repair vendors may have an opportunity 1o review damaged equipment for
estimate preparation,

Logan Street - Accident Repairs Page 5 of 8
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# There were a couple of cases in which a copy of the fleet system repair order was
not present in the file. This documentation presents vehicle information, along
with the reason for repair and the nature of the work performed.

There is not any type of documented manual or detailed desk procedures for staff
performing assigned tasks. This may lead to inconsistencies in administration and
management of activities,

Recommendations

Appropriate Fleet Services personnel should take necessary action to address the

issues noled. Specific recommendations include the following.

¥

All contracisal requirements should be adhered o, Although there may be legitimate,
practical reasons for processing activity in another manner, departments do not have
the discretion to disregard contractual requirements.

The consolidation of Metro Louisville Fleet Services provides an opportunity to
assess all aspects of operations.  The Purchasing Department should be consulted to
determine the best way to administer wreck repair activity. Available industry best
practices should be adopted. Other possibilities include contracting with an appraisal
firm and rotating the work to the contract vendors, or using one vendor,

From a practical standpoint, a minimum threshold requiring estimates should be
considered. However, procedures should be sufficient to ensere that the work is
distributed eguitably among the contract vendors.

Written policies and procedures for repair activity should be developed and updated
periodically.  These should correspond with and supplement applicable vendor
contracts and Metro Government policies and procedures.  This decumentation
should be distributed to all applicable personnel. This manual should include
sufficient detail of the steps performed, copies of forms used and policies followed in
the process. In addition, training of key personnel will help ensure consistent
adherence to the requirements.

Sufficient documentation should be maintained to record the basis for awarding repair
services. This includes all determining factors (e_g., low bid, turn around time, ete.),

Vehicle files should be maintained with complete information.

¥ Bupervisory oversight should include the review of all estimates to ensure they are

v

comparable (e.g., all include “OPEN" items, same degres of services, etc.).

Individual sealed bids should be received either at the Fleet Services Administrative
Office or the Purchasing Department. A bid opening process should be implemented
to ensure all bids adhere to contract requirements (e.g., complete, mely, cte.).,

A copy of each vendor bid should be provided to the Metro Purchasing Department in
accordance with contract requirements,

The Human Relations Commission and the County Attorney should be consulted to
determine the ramifications of the lack of compliance with the contract requirements.,
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Appendix

Wreck __--- ir Pa ments Fiscal 2003

o ot Total

Mendor Name i Eotal Paid %o of Total Paul # Invoices Invoices

Auto Warchouse £119.882 42.8% 107 17.8%

Auto Body and Frame $115.942 41.4% 145 51.2%

Fobinson Body Repair 534,373 12.3% 24 B.5%

M Body Shop $6.563 2.3% 3 1.1%

Auto Truck & Fiberglass £3,156 1.1% 4 1.4%
Tuotal 5279916 283

* Incledes sctivity processed through June 27, 2003,

Wreck Re Payments Fiscal 2002

% of Total

Mendor Mame 0 Total Paid % of Total Paid # Invoices Invaices

Auto Warehouse $111,500 3B.5%

Auto Body and Frame $128.538 44 4% 153 S2.0°%

Fobinson Body Repair 548,077 16.6% 37 12.6%

M Body Shop $1.578 .5% I 0. 3%

Auto Truck & Fiberplass 0 0.0% 0 0.0%
Total §289,692 194

Activity under 51,500 Threshold

A

Nendor Name.

Aute Warehouse F69,909 75,207
Auto Bedy and Frame 141 £90,364 146 $98,202
Robinson Body Hepair 21 327972 32 $31,599
I Body Shop 2 $2.6335 1] 50
Auto Truck & Fiberglass L $3,157 L] S0

Total 138 $194,038 269 205,007
Logan Street - Accident Repairs Page T of §
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Cabinet Secretary for Public Works and Services Response

The response from the Cabinet Seeretary for Public Works and Services begins on
the following page. It should be noted that the Cabinet Secretary and the Department of
Public Works have been wvery responsive. Corrective actions were immediately
implemented.
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MEMORANDUM

LOUSYILLEJEFFERSON COUNTY
METRO GOVERNMENT

TO: Mike Norman, CLA
Office of Internal Audit

o
FROM: Rudolph Davidson, Secramr}réﬁdgﬂﬁzf
Cabinet for Public Works and Services

DATE:  July 25, 2003

RE: Review of Wreck Repair Contracts

| am providing the following response to the audit conducted to
review contract compliance for wreck repair service by the Logan Street
Garage staft.

The audit revealed there were failures in compliance with the
procedures outlined in Metro Louisville Contract No. 147200324 for Wreck
Repair Services. Those failures are outlined in the final report issued by
you. There are two issues | will address in my response. First, the staff’s
failure to comply with the established contract procedures. The second issue
was to develop a process to ensure compliance with those procedures. |
conducted two meetings for this response. The first meeting was to invite
you, Councilwoman Bentley, Purchasing staff and Logan Street staff
responsible for wreck repair service to explain the new process that would
ensure full compliance for all future wreck repair work, Attached is the new
process. The second meeting was with staff 1o discuss what went wrong.
Based on that discussion it was determined thal historically contract
procedures had not been followed. A variety of reasons were given: urgency
ol wreck repair to be done, quality of work by some vendors and availability
of certain vendors for jobs. None of the reasons were documented to the
extent to justify non-compliance with the contract. | am holding all levels of
management tesponsible for their failure to comply with the contract
procedures.

An Enual Spparusiy Employer
ﬂ P = P Dapar




| have decided to issue a Letter of Waming to the Logan Street
Garage management staff for their neglipence in complying with the

contract. Their failure to comply with the process and procedures will result
in more serious disciplinary action in the future,

If you have any questions, please contact me on Extension 6260.

Attachment
C Rick Johnstone
Jim Adkins

Ed Meece



Wreck Repair Procedures (Logan 5t Garags)

-Viehicles for which Louisville Metro desires an estimate of wreck repair costs will be
available for inspection each Friday at 10:00 AM. A supervisor will escort all attending
bidders to view the vehicles, and answer any questions that might arise, Metro will
provide the attending bidders a bid sheet for completion and submission to the
Department of Fublic Works Fleet Services.

-Fleet Services staff will document all mdders i attendance for the estimabing session
and the hid opening.

-All bads must require an estimate of the hme required to complete the repairs and returmn
the vehicle to Fleet Services.

-The bid sheets provided by Fleet Services will be the result of an appraisal, and will not
allow for the submission of “OPEN" or supplemental charges. The amount bid for the
completion of all repairs should be a final amount.

-At 10:30 AM each Friday, Fleet Services will hold a bid opening for those bids
subimitted as a result of the previous estimating session. Metro will waive the 48 hour
requirement in the contract, and will accept hids until the sppointed time for opening,. All
bids must be sealed (no facsimiles accepted).

~Following evaluation of the hids submitted, all parties will receive notice of to whom the
wreck repair work was assigned, final price of accepted bid, ete. Such notification will
include the Department of Purchasing,

-Accurate and thorough documentation of each bid process (attendance records, bids
submitted, etc) will be maintained by Fleet Services, and a copy provided to the
Department of Purchasing,

(These proceures are in compliance with Louisville Metro Contract # 14200324, and are
intended for the purpose of assuring that all contractuzl guidelines are followed in
selecting vendors to complete wreck repair activities for Louisville Metro.)




Office of Internal Audit
G609 West Jefferson
Louisville, KY 40202
Phone 502.574.3201
Fax 502.574.3599
email: internalaudit @ loukymetro.org
www. loukymetro.org




